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29 July 1955

TO : AD/RR
PHRU ¢ Chief/E
FRQM ¢ Chief, D/S

SUBJECT: Transmittal of Froject No. 42.759, "Recent Developments
in 3oviet Trading Delinguencies."

1. Attached 1& the original and three copies of the subject
papel‘ .

2. This peper was prepared in response to a DD/P request
for exsmples of (1) difficulties of trading with the Soviet Dloc
and (2) Communist use of trade channels for propaganda purposes.

3, The responsible analyst assembled and developed the
available pertinent intelligence material in & competent manner.
The methodology is relatively sim-le, since the paner ecsentially
represents a summary of information pertinent to the subject,

4. This project is a competent re~ort within the terms of
relerence provided by the DD/P. It should be remembered, however,
that this report only lists delinquencies and thus should not
be used to judge the capabilities of ihe Soviet trade effgrt.
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“ QECREL

9 June 1955

MEMORANDUM FOR: Assistant Director for Research and Reports

SUBJECT s Soviet Trading Delinquencies

REFERENCE: - 25X1A
25X1A | lj
I3

kS
L)

1. In addition to the Soviet Economic Penetration requirement
this office would appreciate as much of the following infor-
mation as is available in connection with the Soviet Trading
delingquenciest

a. Evidence of lack of good faith on part of the Soviets
(including instancies of non-fulfillment or reneging of con=-
tracts). ‘

b. Variztions from established business practices and
ethics,.

c. Difficulties in settling credit balences, analysis
or collabion of material on strongdebtor position established
by USSR and the Bloc.

d. Difficulties encountered by private firms in dealing
with the nationalized industries of the USSR and Bloc; and 25X1A

e. While not directly related to trade delinguencies,

any use made by the USSR and Bloc of trade channels for propa- 25X1A
ganda purposes is also desired.

2, Based on a conversation with—a_L, it wes understood
that much of the above requested information is already available.

In view of this, it is requested that the target date for this #»gw
requirement be 1 August 1955. J}M

-
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GENTRAL INTELLIGENGE AGENCY
Office of the Chief, Bocnomlc Research
Office of Research and Reporte

Froject Action Memorandum
Project No, 42,759
: m: 2 June 1955

Eeeont Developments In Soviet Trading Dalinqwnéiéﬂ /’S
sz [ 25K1
- HMERT OF PROBIEM AND TERMS (F REFERENCE:

1, Per Case

2. To be sutmitted in transeript form (original ‘
with fol1 documentatiocn, Pt and tkree)

25X1A

11\ Fu 3 - ¥

Concurrence

Danflowrs Due Date (Initials) —

4zblon Divisions D/s 21, July 55 '

25X1A Steff: ' S§/R i Aug ﬁid'c Y.Y\t

Exoject. Hordtors [N 2o

projeet will not delay completion of currently scheduled projects,

-ilaseifiecation of this project will be
zubly unclessified. proj ‘ Be higher than SECRET, and

APRROVED & £—@-« Ch/E
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27 July 1966

TO t Chief, E

THRU ¢ Chief, D/S
Chief, S/IF 25X1A

reou [

SUBJECT: Certification of Classification of Project 42.759

This is to certify thet no information of higher security
classification thean SECRET, NOFOEN was used in the preparation of
this project.
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Fres orld ssustries ave sontivuing to experience difficaltiss in
their trading reletions with the Savists, Vestern businsssioen hEVe ro-
peatedly complained sbout the high prioss and peor quslity of Soviet
merchendise. Pres World countries have exprasse’ CONCern over the wide
flustuations in trede levels proposed by the Soviets from year to yeer,

Complaints have besn roglastersd ebout chronic toude deficlits with the

" Soviet Uniem, ceused lsrgaly by Soviet {nability to Durnish exports de—

sived by these soxmtries. Free World press sum-enisries have pointed out

the dengers of trading with the Soviets whan such trade iz g0 dependent

on sudden stanges in Boviet pollery, the unoertainties of trading with the

HSeviets and the speeial risks involved. Fimally, Afgranisten and Finland

have bocome sxesssively dependent on trade reinticms with the Soviet Undon.
Howgver, these diffionltiss have not led the Free Vorld courtriss

o lose interest in the Soviet markot, They have been pufficlently

sstisfied with this trede to contipue mnd even expard trede relstiens with

ths USSR, Evon in the extreme case of Dermark, vhere negotiatione for an

sgreezent wore broken off becsuse of Darmark's refusxl to supply tve

" tankers, sfforte are baing eurrently made to build up trede with the MSIR

without a regular tisde agressent.
h

NOFORN
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In Mareh 1955 the Oresk press gave sxtensive coversge to the faat
that the TSGA's ehremic txade imbalunes vith Creece bad contimed, As of
Mereh 1955 n eredit belamcs of 31,271,659 existed in favor of Greece, In
sdiltion, Greek traders are still somplaining abont the Migh priees and
inferisr guality of Soviet marchandlse.

Congideratls press attention ves alps given to alleged Soviet re-
seging on tebecco eontrecta. Articles inm the press underlined the danger
of treding with the Soviets vhen such trade war obviously se dependent
on sudden changes iz Seviet policy, Although press soverage oa the
cspesllation of the centrects uns sxaggerated, the mblioity and ensaimg
srotests from the tobecco merchants probakly played & part in Moscow's
decislon to by the rajested tobssco,

Bepmezk

Piseussions are contimming concerning the possible vesumpiion of
trade negotistions with Runsls, Begotietions werc Lwoken off in July 1354
because of Dexmwmrk's refusal to sapply two tankers smbergoed under COGOH
regulstions. It sppears, however, thet the Soviet nion's sttitude vo-
maling unchanged from last year end the delivery of two tenkers still ro-
mains as & condition for the sigmature of the agreement, Denisd fyede

organizatisng are not pressisg the natter bocsuse they fear pev falluve

NOFORN
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to reach an agreesent would jeorardise ewrrent efforts to build up trede
without » reguler tyede agresment. & Officisl trade statistios for the
first quirter 1955 sontime to reflect the dearcass in anish treds with
the USSR which followed after the expiretion of the agreenent. larish
exports to the USSR in the first quarter of 1755 smounted to enly $420,000
sgeinst §9,770,000 far the ssme perfod fm 1954. Danish imports &n ihe
first quarter 1955 amounted to 32,787,000 sgainst $6,033,000 for the

comparabdle 1354 perind vhen the trede agreenent was in effeet, Y

The Natherlands is ourrently feced with » aitustion sizdler to
Demmark's. During the dlscussions for 1955 trede in Mey 1955 the fussions
mede Trequent referances to the wvhaling fectery and eatohers listed in
the 1948 long-term trede agrsewnt., The Soviets emphasized that thds
should currantly irterest Duteh shipyerds but injestac the Ldes that AL
the Netharlends ues mot interested in the busfness the USSR comld parchage
ihe factory snd satehers in Japan "uith no strings attached,® 4z in the
ozes of Denmark, contimuad Dutch refusal to liesnes the whaler say be used
by the Soviets &s an exouse to terminate the sgreement. By lirking thisg
metter to Jipen, the Soviets are snos again using the tactie of playing
off one Western natien ageinst arother. A% the ssme tima, the Soviets
are playing on ths kmown fears of Dutech industrialists soncerning Jopuness
eonpetition, This seme technique was umed by the Soviets in wmraing the

British about Japanese and West Germar eompetition.

NOFORN
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¥arsover, the preposed 1list of Sovlet iassw unexpeciadly made ne
provision for Dutch expsrte of chesss, Iutter, meat and textilen whblch
had bean included in the provious agreemert. In the discuasione in
1953-54 the Putch nade it clsar before consemting to thelr imeclusion In
the agrosment that there was 1ittle dispoeition to sell these goods on
& ope-time basie. The Dutch regard the absence 5f thess commodities e
on abrogetion of the 1753-54 undersisnding that the USSR would fix armual
quotas Tsr there sommodities in future agresmsmis. In gemersl, the Soviet
respones 1nf% 1ittle woom for aptinies with respect ¢o a vrenewnl of the
195 ngreement.
Afghanietan
The potentisl prodBeme snd tha riske involved in the relianes upon

the TOR as & major sapplisr ar purchaser for perticulsr cwmoditles can
be $llustrated in Afghanirstan-Soviet trede relstions. The total volume
of Afghan.Soviel tyade has deen steadily ineressing over the past several
yesrs. This inoreass, fren the Afghan view ppint, man be sxplained by
the favorable teres granted by the Seviets in the sgressent. For inelence,

_ tte price of inssinn gavoline st 5.88 sfghands
per imperial gellon sgeinst 11.20 afghaniz per galilon for British-imericcn
gneoline, The gap in prices is so great thst It can be secowded for

only by sssuming the Hoviet price to be & politicel price sof o kesp

NOFORN
Approved For Release ZOOOIOSIWRDP79TO1049A001200200001-5



Approved For Release ZOOOIOSISEGm-RDPTQTM049A001200200001 -5
NOFORN

Afgbanistan deperdent upon the USSR as & sejor supplisr of fusl,
Afghanisten, being almest entirely dependent on motor trensportation,
is in 2 speeisally vresurious position with vegard to Lusl supplies. The
WaR could eause serisus problsme by withdvasdrp its fusl suprlies to
Afghanisten, ¥

The Boviets have scnoluded ercangements vo purchess 5,000 mt Afghan
eotian &% prises repardedly 33 per ton sbove world prices, Jepeners and
Italfer tuyers vefused to pay the wrenmium prices Jdevendsd, &/ Horaover,

I - 7 = o o4 i 5

of Afghen cotfon oloth lmporie, with Japen swpplying 0% snd Indie only

25X1C

5%. Formerly, Imdia had suppiied as smeh ss 60%, Jeper 257 and the UESE
mylﬂﬁ,ymmmmwnmmrmmiﬁmlw
loss of Ivdian markets in Afghanistan to the USSK in view of the alleged
ability of Sovist Central Asis to supply geods trmditiomally imported from |
India, If ihe sbove reparts oon b6 assuxed to eontein falrly sccurnte
informetlom, 1t becomes aprerent that the USSR is repidly orienting trede
in those nomrodities te the Joviet Unlen.

As & lundlocked asurtry, Afghanistar is dependent wpon tvansportation
through Pekistan and the TB0R. The TWSK Is reporded 4o have slreedy
attempted to explodt Fakistan's euwrrvent Lloeksde of transit goods to and

from Afghenistan by offerdng a 107 rell reduction in exchsnge for a Soviet

NOFORN
Approved For Release 2000/08E3REfIA-RDP79T01049A001200200001-5

o



Approved For Release 2000/05/1 SSEEREITDP79TO1 049A001200200001-5
NOFORN

monopoly to parchsse the bulk of Afghanietan's expsris exospt fruit, The
mlugim of a five-year tranzit sgreement betusen the (HER and
Afghevistarn ves sancunoed 28 Jume 195%5. Afghenisten's Finsnos Minlster
deniad that the agreement geve the IGSRK s monopoly of Afghan exporte
import trade but adniited that this would be the precticel effect 4f the
Pakloten blocknde vere contimmed. Some evidence exisla thet Afghenisten
iz consldering the arport of kersial, Afghanlstants prinelipal dollar
earning product, to or through the USSR as pertial paymemt uwnder the
transit agreement and in oxchangs faor TESR conowar goods. &/
Frence ¥

In Hay the French sought azn explapation from the Sovists for the
abrupt decline in Mmeslien orders cccurring at the bsglimndvg of 1935,
Since the sharp declline Frenmeh exporls hnve leveled off tut romain at &
low level, Ry iay no contracts hafl been esncluded for any of the ten
ships or bollers on the Frepsh export quots list of the Novaxber 1044
trade sgreement. Franoh exports of textiles had besn “disturbingly
nagligitle.” French imports, with the excepilon of petroleunm, were
sp-reximately &t the lowel anticipsted by the Wovenber 54 sgrecsent. Two
main w&@lﬁﬂ hindering crude petroleum imports were cited: (1) the

wnviliingnese of most of the Prench {sporters to parchase Soviet petrolemm,

NOFORN
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erd (2) mors inmpertant, Fusslsn delivery problems, Fuseisa port facdle
itien whers crude petroleu is morsally losded for Frevee are eomsldersd
poor, only small im‘mﬁ aan be ueed and loading equipment is ohaolete.
Finleng 1/

The Seviets have sherply curtailed the import of prefabricated
housns wnder the 1955 sgreement, The 1946-60 sgreemernt zigred in July
1954 ealled for delivery of 750,000 ag. meters in 19%6 and only slightly
laver guotss in the follewing yesars. The gquots for prefabricetsd houses
was reduced Yo 280,000 sg. metars i 1‘?55, one-balf the amount scheduled
far 1955 wnder the long-term sgreamsnt of Jume 1250 and one-third the
anount provided for under the 1954 agreenent. The Chairmen of the
Fionish trede delegation, Minister Pelmroth ;mm that farther rednctions
way be expsated in febture years and this reduction might mean unsmploy—
ment proklees im the industry. ma‘amum ie ewspsrsile to the
sitoation sxisting in the Fimaieh mets]l and ehipbuilding industriss in
that the industry bas relied almost exolusively an the Hussisn mariket
for ite export eutlel. Under the June 19450 lomg-term pmet, 807 of the
prafabrionted henses memufagtured in Flaland wvent %o the R, Tone
Conmunist prase comwents hinted that the blow to the prefebricsted house
industry should serve ss salulstory varning to the metal industry that
it is not alunys safe to sount on Migh fize: Soviet quotss., It is
interesting %o rols thet Commandst press commonts absolved the USSR of
any blsss for the radustion of qmotas of prefabriceted houses, blaming,

NOFORN
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instead, industry demands for grices higher than world maritet prices sod
Finnish foreign trede polley. It night be mentioned that Finoish metal
and ship prices are alse in gensrul sbove world prices.
Austrslis

The /BSH's veduced purchasss of Australian exporte secountad for
tuo-thirds of Austrelis’s trade defieil in the firet rime wonths of the
current Tinancial yeer. Im the nine months %o end-tareh, salss to Zmssis
declined by move then” A. 24 millien compsred with the seme poried of
the laet financial year. Austyalisn experts o the USSR frop July 19%4
te 71 varoh 1955 were onlyA A, 153,000 with no purehases in Neveh at
an.wmmxmmarmlg Wtbﬁyﬁt&tmmmu&n ml
sulen untll April 1954 when the USSE broks off diplesstie relstions with
Sustrelis over the "Petrov Affair®,

wm

25X1C émm negotintions for the 1755 agresvant were lemgthy snd siffieult.

I, -
Boviet proposals for tommedity sxchenges envisagod & oonsiderstle decline
soupared vith the previpus yesr. Attenpte to find out the redgons for

‘ 25X1C
25X1C the vide Pluctuations irn the emount of trade the Soviete pravose from

yeer to yesr met with 1little medass .,

NOFORN
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A SusAish offielsl hss sincs indiceted that 1L the

conditions in Swedish swport lires hed been leus saiisfeciory, the ro-

dnetion in Soviet requiremsnts would have been esuse for immediate cancern.

TRiring the second helf of 1943 end ths first helf of 175, orders
vere placesd by the USSR for goods smounting te apgmmw@&s sillion,
The erders wers mminly placed with representatives of Hritish firms who
vinited Hoscow in Februsry 1754. At thet tims Soviet Yorelgn Trede
Mirdeter !nbopov told the British tnéﬁ‘éalmﬂem thet the TSR ws
preparsd to plaes orders in the UK far goods totalling £ 400 millton for
the period 1955-57. A% the end of Fabrusry 1255 and the beginning of
HMargh the Soviets cancellsd & mmbsy of the gontracte, mostly fov cob-

sumer goods, thet had bean placed during the past 18 menths, in gone

NOFORN
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cases, the JGSR gubucitted volartarily %o the peralties stirulated in
the szreemomty in others, they used the exouss of some minor infringsment
af&evmﬁtﬂ@wmamingﬁmhﬁm ehargﬂ*w
Currently some of the sontracts have besn reinstated, ot an ipteresting

festure, pointed out in am article sppsering in The Egomepist of 26 Maxeh

1955, 1s that the fussiane have spparently been willing %o mm whet
has previously beer sn almost spotless treding reputsiion, In desling
with Dritish firns the hussians have normally been sorugnlons in stlaking
%o & contract once it hed been signed. The artiole farther points ocu%
that this will pertieulsrly affect those firme which had tosied up in
special anticipation of the iussisn orders contimuing and ends vith the
fallowivg statements *Thir imeidsni underlines the fest that bueiress
with Cepndst countriss alweys invelves a special risk.”

‘ mbo JWER hme Beoceme incressingly Impartent as & merkei for Igelandie
f1sh and fish products, particulerly simos the British beycott of Tselsndie
figh. In 1953 the UESR besanme the second largest mecket for Ieslandic
products teking 12.5% of Jeeland's totel exporis. The Bsh rempined S
second place in 1954 tsking 15.27 of Ieelend's total exporis. In 1953
the USSK only provided 2% of Iesland's totsl imports, but in 1954 the
USSR ererged from sixth plese o second praviding 11.7F of Icelsnd’s

NOFORN
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4 paseible indfontion of tightened Soviet poliey wes the notifi-
oation to Ioeland thet the USSR w11l pot buy sslted herring im 1955

for frae aurrendy as it 41d ir 1953 and 1354, W/ The contract for 50,000
Torrels of palted north coest herring for free sterling, signed outzide

of the framswork of the Augegt 1953 trede pect, wae valued st apiroxizately

IEr 30 pdldfor {82 million),

Approved For Release 2000/05/15 : CIA-RDP79T01049A001200200001-5
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The Seviet 'awmmwamw&y-:mmuwmmsm‘
Prepagunds hus eften teen & f_mt& 4n the Soviet Hloa's partieipatien in
{nternatisntl trads fairs, in its incresesd atiention ts the cenclusien of
grede sgresments with Free Werld countries, in its sschenge of trade and
eulture]l delsgntieons sl ssteblishment of pevmenent trede nigsiong snd 4in
{is offers of techulosl sssistsnce ané squipment to Nem-ijec conntries.

An exsmple of jrepagands is previded by & pampblet entitled "Irs & with
the Seviet Unlon® published bty the Cemsdism-Soviet Friendship Seclety in
Novemter 1954, This peuphlst purperts to ansver quoations sften ssked ehoud
Soviet trede with published fegia. Ae it on be seen from the follewing
escorpte of the panphlet, the Soviet iles has mot pigsed sny op ortunity to
prepagendise ite willingness te purchase cermodities §n surplos in Fres World

gountrien,

"Fish 45 surpliue in Britain and Ioeland {Caunda too) snd
the WSSE is btuying their fish.® /Yot in 1555 the WER infermed
Iesland that mo mere stited herring 14 be purchased for free
currency &s hed bHeen previcusly done.

"gutter is piled uwp in Netherlsnda, Demwrk, sustralis,
Mou Zecland (Csmeds alse) and the USSR Luys there.” [“Yot in
the nagotistiems for the 1955 Sovist-Netherlanis agresrent
the USGR deletad fhis coemmodity free their 1ist of preposed
Putch imperts. In the Sovist-Swedish negotiatieons the SGR
souzht a rsductien in the quots for vutter,/

wrextile factories wers clesed dewn in France {as in ow
country) snd Boviet Luyers placed big arders.” t the French
report that exporis of textiles have bseu *dlsturblagly ‘
. nedigitle® sines the sonelveion of the Nevember 1954 pyrsepent

NOFORN
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These ure just s few sxsaples of the "facts® esntained in this vepert. The
panphlet cites axampled, such an the UX's trade boom with the m w
refvte the ides that Soviet treds ix tied up with pelitics, the srsuple

of Finlsnd te sxplsin why Seviet "Flauned Ecoromy® is & help to trede and
emsmples to show that WBIR tre e has besn profitstle. The pesphist cen-
cludes wit: & preposzl o send & tra’e ission to the IBER "with the wim
of sseuring, for Camadisa business snd sgriculture, & share ol the very

1arge snd groving foreign trate of the UHBER.®

NOFORN
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2. State, Copenhagsn. [sp 1204, 17 June 1955, OfCieial Ups Unly

3. Commarce, Buresu of Fereign Cemsarce, 0rficisl Trate Statistics, ¥

4. Stets, The Hayue. lep 807, 16 Merch 1955, Official Use Only
Btats, The Bsgue, Dsp 1021, % May 1955, Oifielsl Use Only

S, Stete, Esbul, Dsp 90, 2 Jemuery 1945, Secrst
6., Estul Incoming Telogrem §699, 20 June 1955, Confidential
7. State, Ertul, DPep 90, 3 Jamusry 1955, Searet

8. Kt Inceming Telegram §699, 20 June 1955, Confijentisl
Katwl Inceming Telegrsm #35, 11 July 1955, Cenfidential

9, Btite, Peris, Dep. 2418, ¢ Mey 1955, Confidentiel
11, Ihe Tinpcial Times, 13 Pay 1955, UGnclsssified

12, State, Stovkholm, Dsp. 1169, 13 Kay 1955, Cenfidential

13. ks tan Fogt, 19 Merch 1955, Unclazaified
Lam miag Telecram #4502, 13 April 1955, Secret

14. Urfice of Boononde Affairs, Burest of Forelgn Ceomerce, “Weskly Boononis
bevalepments Abrosd®, 25 Harsh 1958, Cenfidential

15. Commer:e, Huwrssy of E‘ami@ Cormerce, U/ficis) Tra s Statisticos,
F.heluuiﬁ.d
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8-E-G-B-E-T NOFORN
CENTRAL INTELILIGENCE AGENCY
Offlce of the Chief, Economic Resesreh
Office of Resesrch and Reports
27 July 1956
(Date )

MEMORAWDUM F(R:  Chief, Beonende Rosecrch
ATTENTION: Chief, Plenrdng snd Review Staff
SUBJECT: Tramsmiseion of Dreft Report, Cn/E Project No. _42.789...

Title:

R ]

sutrors [ :

ENGLOSURE: Subject draft report (original and two coples) N

7 1. B 1s forwarded herewith f w and on, Iec g Cdtegoryd
Saslone fo foryiuded boreusth S ravioy eod pplleaticr;, Tocqmanied Ghou

2. Statement of coordination atbached, with Indtials of individuals end their wite,

None
3. Arrengements for mops and/or graphics through St/FB with Cartograghlc Division,
None PR -
bo ded Disserminations ./ Standard Ix 7 Rs%ws’oer / 7 NeERy
BIC Subecormittoo Other, foreign, sto, (attach list

5. Has information on US military end produsts or menpower been used? Duzplain,

Yo
6. Has dirset use been made of the intelligence or information of ancther agency?

Depte. of State
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